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Abstract 
The regions which are located in the European environment have different primary sources, their quality and their level of 
utilization, which has a direct impact on their performance and subsequent productivity. The aim of this paper is to evaluate the 
performance and productivity of the Slovak economy in relation to employment in the period from 1995 to 2012. We assume that 
between employment and performance of the Slovak economy in individual periods is a strong dependence. This analysis 
confirmed our assumption. The productivity growth of the Slovak economy is directly proportional related to the ability of 
enterprises to respond successfully to new challenges in the field of innovation and the optimal use of productive resources. The 
correct interpretation of the results of performance and employment in the national economy can greatly help to clarify the 
situation on the labor market and thus to diagnose conditions that influence to a greater extent the behaviour of people of working 
age. 
© 2014 The Authors. Published by Elsevier B.V. 
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1. Introduction 
The economy of each country has undergone a certain historical development that had an impact on shaping of 
society and economy. The Slovakia  economy also has undergone a relatively complicated development and various 
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stages of transformation. The transformation of the economy from a centrally planned economy to a market 
economy has been in virtually all countries of Central and Eastern Europe accompanied by a decline in GDP and a 
decline in industrial production. The decline was caused by a number of factors such as: deformed structure of the 
economy, loss of markets of the former RVHP association, trade liberalization (and the associated formation of very 
strong competitive environment) (Adamisin and Kotulic, 2013).  
The essence of the national economy is the economic activity of people that can be described as branched and 
intricately structured process of various activities. Baranik and Farkasovska (2001) argue that its result is tangible 
and intangible goods and services meeting the needs of society. In examining the development of society, we find 
that all phenomena and processes in its past and present are mutually interconnected and they are also mutually 
conditioned. The national economy based on the rule of the system for which is characteristic that it constitutes a 
holistic complex of interconnecting elements and creates a specific compliance with its surroundings.  
According to Rektorik et al. (2007), the structure of the national economy is constituted purposefully and it 
reflects the composition of its individual parts and the relationships between them. It is represented by a system of 
production layout, the social sphere, State and local authorities on the basis of selected criteria and the relationships 
between them. Within the sectoral structure of the national economy, the individual sectors represent the subsystems 
(or elements) of the system of the national economy. The sector consists of a group of economic activities, 
historically incurred in the process of division of labor. They are distinguished by the nature of the needs that are 
met by a given production.  
Dubcova et al. (2008) states that one of the fundamental determinants of the direction and development of the 
Slovak economy was the existence of mineral deposits, around which the mining towns began to grow and develop 
(for example, Banska Bystrica, Banska Stiavnica, Kremnica, Nova Bana). They have become the centers of 
economic growth and development, as well as technological breakthroughs and modernization of mining for a long 
period. They recorded the biggest expansion in the second half of the 18th century. The development of more 
modern sectors and industry in our country has not been so dynamic. There were manufactories e.g. for the 
production of substances, but traditionally in our area was the economy the most focused on agricultural production 
and the production of raw materials. Our economy retained this direction until the 20th century. On the Slovak 
territory was within the Hungarian industry accumulated mainly metallurgical industry and chemical production, 
production of paper, food products and building materials, which are very closely connected with the direct use of 
potential of above mentioned raw material base of our territory. Later, when Slovakia became part of the common 
Czechoslovak Republic, it was more oriented to the production of agricultural products and raw materials, in 
comparison with the Czech economy, which at that time was more focused on industry.  The industry began to more 
accumulate in Slovakia in the period before World War II. This was especially the armaments industry (Dubnica nad 
Vahom, Povazska Bystrica), which was directly linked to the new political and economic situation and impending 
war. After World War II, the Communist Party came to power in our country and virtually every sectors were 
nationalized. The agriculture has undergone a special form of nationalization mainly the transformation on state 
farms and uniform agricultural cooperatives (Sira, 2013; Huttmanova et al., 2013; Ubreziova et al., 2009). Slovak 
economy has become a planned organized for a long time, without existing competitive struggle. There were built 
primarily large industrial enterprises in order to industrialize the country, whose impact was later signed by the 
health of the population, as well as the deterioration of the environment and its components, and sometimes until the 
devastation of the country. At this stage of development, for the Slovak economy was typical feature of low 
technical level of manufacturing, lower quality and therefore lower competitiveness of products and often lack of 
profitability of manufacture. There was produced a large number of products for which demand was low, and on the 
other hand, the certain types of products wre not and so in our economy they were almost completely absent. The 
economy was highly centralized and planned. After 1989, this concept of the economy collapsed and the economy 
based on market principles began to build. With this political and economic change come many new problems, 
necessary changes in legislation, in the social sphere (unemployment), the transformation of the sectors, 
privatization, restructuring and so on. There started to show the negative aspects of a market economy as 
unemployment, especially in regions with a one large, dominant company, where was subdued or suspended 
production, or in regions with a single industry. The transition to a market economy and the related changes were 
necessary also in terms of the forthcoming accession of Slovakia to the European Union. After  Slovakia's accession 
to the EU, the economy orientated on the overall restructuring of the economy, increasing competitiveness and effort 
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to reducing regional disparities. Currently, for the Slovak economy is characteristic inflow of foreign capital and 
investments. The Slovak economy is focused on increasing innovation and a knowledge-based society with a high 
use of information and information and communication technologies, but on the other hand, in the economy are also 
reflected negative trends of the manifestations of the global financial crisis. 
Economic transformation in Slovakia after the november 1989 represented  laying the foundations of a market 
economy. For understanding assumptions of examination of the transformation process, it requires the knowledge 
about the stages of transformation. The transformation period represented the period from 1995 to 2002 and the 
period after the transformation is represented from 2003 to 2012 (Morvay, 2005). A turning point in development of 
employment in the Slovak economy occurred in the period 2000 - 2004. During this period was realized a key part 
of economic restructuring. Slovakia's economy shifted from a transition economy, where were eliminated elements 
of central planning and was created market to the the developing market economy, which passed on a trajectory of 
sustainable economic growth (Karasz, 2013; Heckova and Chapcakova, 2011).  
The aim of this paper is to evaluate the performance and productivity of the Slovak economy in relation to 
employment in the period from 1995 to 2012.We assume that between employment and performance of the Slovak 
economy in individual periods exists a strong dependence. This analysis confirmed our assumption. 
2. Analysis of performance, employment and labor productivity in Slovakia 
In the analysis, we focused on the following variables: gross domestic product, employment, labor productivity 
and employment elasticity. We monitored the indicators separately for the national economy of Slovakia. The 
analysis was based on summary data for the national economy from the classification of economic activities (SK 
NACE Rev. 2), as indicated Statistical Office of the Slovak Republic. In the evaluation process were used standard 
mathematical and statistical relationships and numerical calculations (Kotulic et al., 2010; Pacakova, 2003). Due to 
irregularities of some sources of information were dropped from some analyzes and comparisons.  
Gross domestic product (GDP) at market prices represents the final outcome of the work of resident units 
generated within the observed period. Total employment (EMP) is expressed by the number of persons (employees 
and self-employed). In constructing indicators of labor accounts is used method of balancing, i.e. comparison the 
labor supply with demand. It represents the comparison and harmonization of data obtained from business surveys 
with data from the Household Labour Force Survey according to ILO and ESNÚ95 definitions.  
The relationship of employment and productivity was analyzed through employment elasticity, which can be 
expressed as the ratio of the rate of growth of employment and the rate of growth of gross domestic product within 
the observed period, as follows (Hudcovsky, 2013; Kapsos, 2005): 
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with ε = employment elasticity, 
 E = total employment,  
 Y = gross domestic product. 
 
The elasticity of employment is a numerical measure of how employment growth changes the growth economic 
performance (see Table 1). Employment elasticity in its most basic shape serves as a useful means of exploring how 
the growth of economic output and employment growth are mutually developed over time. It can also provide a view 
of trends in terms of labor productivity and the creation of new jobs in sectors in the country and be helpful in the 
detection and analysis of structural changes. 
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                                                   Table 1. Employment elasticity and its interpretation 
 GDP growth GDP decline 
ε< 0 (↓) employment (↑) productivity 
(↑) employment 
(↓) productivity 
10 dHd  (↑) employment (↑) productivity 
(↓) employment 
(↓) productivity 
ε> 1 (↑) employment (↓) productivity 
(↓) employment 
(↑) productivity 
                                                   Source: Kapsos (2005). 
 
At present is in the national economy employed more than 2.2 million people, and the most employment is 
recorded in 2012 in the sector "Wholesale and retail trade, repair of motor vehicles and motorcycles; transport and 
storage ", in the sector "Industry" and in the public services (such as public administration and defense, compulsory 
social security, education, health care and social assistance). In pursuing long-term development of employment in 
the national economy of Slovakia (in the period 2000-2012), we can conclude that the number of employed persons 
has increased by more than 9%. In terms of sectoral structure, we long-term monitor enormous decline in employed 
persons in the primary sector(agricultural, forestry and fisheries), which may be associated not only with reducing 
the attractiveness of the sector, but primarily with the reduction of profitability. In comparison to 2000, is currently 
in the primary sector employed about 44% less people. Similarly, the downward trend but also with a much milder 
course we also recorded in the industrial sectors. In industry, the decline in its overall performance and on the 
decrease the number employed persons was affected by deindustrialisation, which reduced the number of employees 
in the given sector (Adamisin, 2008). In the period from 1995 to 2012, the intensity of growth of total employment 
in the Slovak Republic has fluctuating character. 
The following table 2 captures average GDP growth in the transition period (from 1995 to 2002) of about 12%, 
which means that each year was produced more on average about 2 billion EUR. Rate of GDP growth rapidly 
slowed in 1996 compared to 1995, by about 7 percentage points and the decline in GDP growth continued until 
1999. In 2000, GDP showed a growth of around 11% and at the end of the transformation period (between 2001 and 
2002) was recorded a slightly downward trend of GDP growth. 
 
Table 2. GDP, employment and labor productivity in the national economy 
Economy total / Years 1995 1996 1997 1998 1999 2000 2001 2002 2003 
GDP (mil. EUR c.p.) 19319 21527 23867 26172 28109 31177 33881 36807 40612 
Rate of GDP growth (%) . 11.43 10.87 9.66 7.40 10.91 8.67 8.63 10.34 
EMP in persons 2107194 2151115 2128907 2118875 2065188 2024848 2036513 2038414 2060466 
Rate of increase EMP  (%)  . 2.08 -1.03 -0.47 -2.53 -1.95 0.58 0.09 1.08 
Labour productivity (EUR per EMP) 9168 10008 11211 12352 13611 15397 16637 18057 19710 
Economy total / Years 2004 2005 2006 2007 2008 2009 2010 2011 2012 
GDP (mil. EUR c.p.) 45161 49314 55002 61450 66842 62794 65897 68974 71096 
Rate of GDP growth (%) 11.20 9.20 11.53 11.72 8.78 -6.06 4.94 4.67 3.08 
EMP in persons 2055726 2088909 2132387 2176968 2247139 2203158 2169822 2208313 2209432 
Rate of increase EMP  (%)  -0.23 1.61 2.08 2.09 3.22 -1.96 -1.51 1.77 0.05 
Labour productivity (EUR per EMP) 21969 23608 25793 28227 29746 28502 30370 31234 32178 
     Source: Statistical Office of Slovak Republic (2013), own calculations. 
 
Post-transition period (from 2003 to 2012) was for Slovakia and its further economic development a significant 
period of time, characterized by the accession of Slovakia into the EU and NATO, the adoption of the euro and the 
global economic crisis, which required to take such measures at the level of the economy, which would contributed 
to real convergence of the national economy of Slovakia to the developed countries of the EU. Years 2003 and 2004 
were characterized by implementing reforms that allowed fulfill the requirements for the accession of Slovakia to the 
EU.  It was in the next period positively reflected in the growth of GDP and employment.  
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Slovakia's accession in 2004 to the EU and NATO was positively reflected also in the international assessment of 
the country when the most credit rating agencies (such as Standard & Poor's, Moody's, Fitch Ratings) improved 
assessment of Slovakia from position B to the position A. The period from 2005 to 2008 was for the Slovak 
economy a period of expansion of GDP, when GDP grew by 65% (by approximately 26 billion EUR) compared to 
2003. In 2009, the economy was affected by the global economic crisis, which managed to overcome in 2010, when 
the economy began to grow in Slovakia again. Overall, the performance of the Slovak economy expressed by GDP 
over the years 2003 to 2012 increased by 75% and the volume of GDP increased by around 30 billion EUR. 
 
                        Table 3. Employment elasticity in the national economy for individual periods 
Sector  Slovakia – national economy, total 
Reference period 1995 - 2012 1995 - 2002 2003 - 2012 
Rate of increase EMP (%) 4.85 -3.26 7.23 
Rate of GDP growth (%) 268.01 90.52 75.06 
Pearson correlation coefficient between EMP and 
GDP 0.67 -0.85 0.95 
Coefficient of determination between EMP and 
GDP 0.452 0.7243 0.8939 
Employment elasticity (ε) 0.02 -0.04 0.10 
Interpretation of elasticity and employment (↑) employment 
(↑) productivity 
(↓) employment 
(↑) productivity 
(↑) employment 
(↑) productivity 
                         Source: author’scalculations 
 
Labor productivity during the whole period increased with the exception of 2008, which was marked by the 
global economic crisis. Labour productivity has in the different periods a different background.  While in the 
transition period (1995 to 2002) was achieved mainly at the expense of decrease in employment, in the post-
transition period (2003 to 2012) the productivity growth was caused by the higher growth of GDP compared to 
employment growth, where it is possible watch directly proportional close relationship between employment and 
economic performance. It suggests in large part the completed transformation process of the economy and 
standardization of economic policy in Slovakia.  
When looking for course of the elasticity of employment in the economy of the Slovak Republic (Table 3), it can 
be observed that during the transition period, the elasticity of employment was in the negative territory. In the period 
after 2003, the elasticity of employment was in the positive values, which suggests a positive response of 
employment to the economic growth in the national economy. 
3. Conclusion 
Just as the economic situation in the sectors and industries in Slovakia is not the same, similarly it is in individual 
regions, where are recorded significant regional disparities. Also the other EU countries compared to the Slovak 
Republic have different economic results. In the current dynamic period is not possible to assess the economic level 
of countries and to propose measures for improving their situation without taking account of these disparities. In 
general, we can define several factors that contribute to the quality of economic life, to the competitiveness of the 
country and its productivity and have on them decisive impact. The three most significant changes that affected the 
nature, strength and performance of the national economy might include: the transformation from a centrally planned 
economy to a market economy, integration of the Slovak Republic to the European Union and the implementation of 
structural reforms. 
In the national economy of Slovakia despite the performed changes, there are some negatives that prevent the 
entrance of foreign investments, respectively more dynamic development of business environment and thus greatly 
affect productivity, employment and the overall competitiveness of the regions and the whole country. Among the 
problem areas we could include e.g. high contribution burden, a relatively high number of activities needed to start 
the business, frequently changing legislation in the field of business and corruption. 
The above mentioned negatives belongs among those that cannot be completely eliminated quickly and easily, but 
this process requires precise and the longer-term training. For this reason, they are considered as barriers to 
development, which burden the enterprises and entrepreneurship in Slovakia, and so they participate in the 
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deformation of the business environment, reducing the freedom of enterprise and they negatively affect the 
possibility of increasing the productivity of the country in a dynamic European area.  
The productivity growth of the Slovak economy is directly proportional related to the ability of enterprises to 
respond successfully to new challenges in the field of innovation and optimal use of productive resources. The 
correct interpretation of the results of performance and employment in the national economy can greatly help to 
clarify the situation on the labor market and thus to diagnose conditions that influence to a greater extent the 
behavior of people of working age. 
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